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Cost Plus Award Fee ContractsCost Plus Award Fee Contracts

•• ObjectivesObjectives

• Define the basic Cost-Plus-Award-Fee Contracting 
Option as used to accomplish O&M services.

• Identify the major advantages and disadvantages 
of Cost-Plus-Award-Fee Contracts.

• Identify the basic field input required in the 
development of the RFP Solicitation.

• Identify basic administrative and inspection 
requirements of a CPAF contract.
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• 16.301-1 Cost Reimbursement - Description. 
• Cost-reimbursement types of contracts provide for 

payment of allowable incurred costs, to the extent 
prescribed in the contract. These contracts 
establish an estimate of total cost for the purpose 
of obligating funds and establishing a ceiling that 
the contractor may not exceed (except at its own 
risk) without the approval of the contracting officer.

• 16.301-2 Application. 
• Cost-reimbursement contracts are suitable for use 

only when uncertainties involved in contract 
performance do not permit costs to be estimated 
with sufficient accuracy to use any type of fixed-
price contract

Cost Plus Award Fee ContractsCost Plus Award Fee Contracts
• 16.405-2 Cost-plus-award-fee contracts. 
• (a) Description. A cost-plus-award-fee contract is a cost-

reimbursement contract that provides for a fee consisting of 
(1) a base amount fixed at inception of the contract and (2) an 
award amount that the contractor may earn in whole or in part 
during performance and that is sufficient to provide 
motivation for excellence in such areas as quality, timeliness, 
technical ingenuity, and cost-effective management. The 
amount of the award fee to be paid is determined by the 
Government's judgmental evaluation of the contractor's 
performance in terms of the criteria stated in the contract. 
This determination and the methodology for determining the 
award fee are unilateral decisions made solely at the 
discretion of the Government. 
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• A. Not the Preferred Contracting Method by 
Regulation.

• B. Perceived Higher Cost.
• C. Increased Potential for Security Problems.
• D. Increased Liability for the COR When 

Compared to Traditional Fixed-Price Contracts.
• E. Increased Administration

DisadvantagesDisadvantages



O&M Contracts
Advanced

Section 13:  Cost Plus Award Fee Contracts

Cost Plus Award Fee ContractsCost Plus Award Fee Contracts

• A.  Very Flexible

• B.  In General, Better Quality Services Are Received.

• C.  Management Services and Expertise Are Also Procured.

• D.  Contractor/Government Relationship Is More Positive in 
Nature.  You Reward for Good Performance Rather Than 
Deduct for Poor Performance.

• E.  Reduced Administration

AdvantagesAdvantages

Cost Plus Award Fee Contracts Cost Plus Award Fee Contracts 

FieldField CORCOR InputInput
• 1. Request Wage Rates. (May Be Automated)
• 2. Develop Appendices Which List Government-

Furnished Supplies, Materials, Equipment and 
Primary Facilities to Be Maintained.

• 3. Develop Technical Provisions
• 4. Develop Government Cost Estimate.
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Additional FieldAdditional Field CORCOR Input, Input, 

• 5. Develop Appendices Which Include Sample 
Formats, E.G. Daily Inspection Reports, Work Order 
Format, Etc.

• 6. Develop Crediting Plan or Evaluation Factors 
for Award Fee.

• 7. Submit With Requisition or PR&C Through 
Channels to Contracting Division.

Cost Plus Award Fee ContractsCost Plus Award Fee Contracts

SOLICITATIONSOLICITATION
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To aid in the evaluation of proposals, contractors are required To aid in the evaluation of proposals, contractors are required 
to follow the same general formatto follow the same general format……

Volume 1 Volume 1 --
Technical Technical 
Proposal Proposal 

Volume 2 Volume 2 --
Management Management 
Proposal Proposal 

Volume 3 Volume 3 --
Cost/Price Cost/Price 
ProposalProposal

Evaluation of ProposalsEvaluation of Proposals
ResponsibilityResponsibility

• It is the offeror's responsibility to insure the 
completeness of the proposal; therefore, the 
evaluation panel for the government has been 
instructed to evaluate on the basis of the 
information provided in the proposal.  The 
government shall not assume that an offeror
possesses any capability unless specified in the 
proposal. Proposals that are unrealistic in terms of 
technical or schedule commitments, or 
unrealistically low in cost will be considered 
indicative of a lack of understanding of the 
complexity and risk in the contract requirements.
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Evaluation of ProposalsEvaluation of Proposals
Source Selection PlanSource Selection Plan

• Defines Evaluation Procedures

• Identifies Evaluation Team 
Members

• Establishes a Schedule for 
Evaluation
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The PreThe Pre--Proposal Conference Proposal Conference ……

-- An Opportunity to see perspectiveAn Opportunity to see perspective
biddersbidders

-- An Opportunity for bidders to An Opportunity for bidders to 
see the Projectsee the Project

-- An Opportunity to answer basicAn Opportunity to answer basic
questions and amend the solicitationquestions and amend the solicitation
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Evaluation of ProposalsEvaluation of Proposals
Evaluation CriteriaEvaluation Criteria

•• Technical AreaTechnical Area - (1) Understanding and Compliance 
with Requirements and (2) Soundness of 
Approach.

•• Management AreaManagement Area - (1) Program Management 
Controls, (2) Past Performance/Relevant 
Experience and (3) Key Personnel.

•• Cost AreaCost Area - (1) Cost Analysis/Pricing Data and (2) 
Financial Statements

Cost Plus Award Fee ContractsCost Plus Award Fee Contracts

CostCost

ProposalProposal
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AWARDAWARD
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(Pitfalls)(Pitfalls)

-- Requiring contractor to stick with proposalsRequiring contractor to stick with proposals

-- Staying on schedule Staying on schedule 

-- Dealing with contractorDealing with contractor’’s internal controlss internal controls

-- Maintaining inventory of supplies & materialsMaintaining inventory of supplies & materials

-- Making sure QC & Safety plans are followedMaking sure QC & Safety plans are followed

-- Keeping accurate cost recordsKeeping accurate cost records

-- Maintaining vehicle/equipment files (GSA compliance)Maintaining vehicle/equipment files (GSA compliance)

-- Assure all correspondence is timelyAssure all correspondence is timely

Cost Plus Award Fee ContractsCost Plus Award Fee Contracts

Schedule, Schedule, Schedule!Schedule, Schedule, Schedule!
WeeklyWeekly
WorkWork

ScheduleSchedule

MonthlyMonthly
SummarySummary

LongLong--TermTerm
WorkWork
PlanPlan

Planning + Execution = SuccessPlanning + Execution = Success
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Property Control Property Control -- In addition to GFE, Contractor must:In addition to GFE, Contractor must:

-- Maintain a small tool inventory Maintain a small tool inventory 
(for non(for non--bar coded items)bar coded items)

-- Provide supply Provide supply 
inventories on demandinventories on demand

-- Comply with GSA  & Comply with GSA  & 
credit card regulationscredit card regulations
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Contractor Quality ControlContractor Quality Control

-- The ContractorThe Contractor’’s Quality Control Chief s Quality Control Chief 
should be independent and nonshould be independent and non--biasedbiased

-- Overall Quality Control should be Overall Quality Control should be 
the responsibility of everyone on the the responsibility of everyone on the 
ContractorContractor’’s staff s staff 

Cost Plus Award Fee ContractsCost Plus Award Fee Contracts
Contractor Quality Control Submittals and ReportsContractor Quality Control Submittals and Reports

-- The ContractorThe Contractor’’s Quality Control Plan s Quality Control Plan 
must be submitted (in draft form) withmust be submitted (in draft form) with
the management proposalthe management proposal

-- Final Quality Control Plan must be Final Quality Control Plan must be 
Approved after Contract is awarded Approved after Contract is awarded 

-- Daily and monthly reports are required Daily and monthly reports are required 

-- Contractor may submit additionalContractor may submit additional
reportsreports
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Quality AssuranceQuality Assurance
(Pitfalls)(Pitfalls)

-- Review invoices to assure proper Review invoices to assure proper 
record keeping and use on siterecord keeping and use on site

-- Check time sheets to verify proper Check time sheets to verify proper 
labor billingslabor billings

-- Review productivity and job controls Review productivity and job controls 

-- Review vehicle and equipment utilizationReview vehicle and equipment utilization

-- Verify competition on purchases when requiredVerify competition on purchases when required

-- Remind the Contractor that they will be audited and theyRemind the Contractor that they will be audited and they
are subject to inspection by various District Office elementsare subject to inspection by various District Office elements

-- Develop QA Plan to consolidate your QA ProgramDevelop QA Plan to consolidate your QA Program
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Quality Assurance PlanQuality Assurance Plan

QAQA
PlanPlan

-- Identify responsibilities andIdentify responsibilities and
authority of team (KO, COR,authority of team (KO, COR,
QAR, QAI, SI, etc.)QAR, QAI, SI, etc.)

-- Identify inspection objectives Identify inspection objectives 
& methods& methods

-- Identify performance indicatorsIdentify performance indicators
& evaluation criteria& evaluation criteria

--Identify Special Inspectors or Identify Special Inspectors or 
COTRCOTR’’s s and include letters and include letters 
of appointmentof appointment
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Quality Assurance PlanQuality Assurance Plan

QAQA
PlanPlan

-- Establish daily reporting (form)Establish daily reporting (form)

-- Establish routine meeting Establish routine meeting 
requirements with Contractorrequirements with Contractor
for quality management & for quality management & 
mutual understandingmutual understanding

-- Provide references (FAR, safety Provide references (FAR, safety 
manual, design standards, etc.)manual, design standards, etc.)

Quarterly Award FeeQuarterly Award Fee
Primary Evaluation FactorsPrimary Evaluation Factors

1.Funds Management and Cost Control (40%).
2.Performance (40%).
3.Coordination and Flexibility (15%).
4.Safety and Accident Prevention (5%).
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•• ObjectivesObjectives

• Define the basic Cost-Plus-Award-Fee Contracting 
Option as used to accomplish O&M services.

• Identify the major advantages and disadvantages 
of Cost-Plus-Award-Fee Contracts.

• Identify the basic field input required in the 
development of the RFP Solicitation.

• Identify basic administrative and inspection 
requirements of a CPAF contract.

“SUDDENLY -
A HEATED

EXCHANGE
TOOK PLACE

BETWEEN THE
KING AND THE

MOAT 
CONTRACTOR”


